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Dear  Sir, 

As  you  have  expressed  a  wish  to  be  acquainted  with  the 
peculiar  opinions  which  I  have  adopted  lately,  respecting  the 
reformation  of  the  currency,  I  take  the  liberty  of  addressing 
to  you  a  statement  of  them. 

Having,  for  thirty  years,  occasionally  given  much  thought 
to  the  subject  of  credit  as  money,  the  existing  embarrassments 
have  caused  it  lately  to  occupy  my  mind  with  unusual  force. 
I  hope  that  the  ideas  which  have  arisen  under  these  circum¬ 
stances  may  not  be  unworthy  of  attention  on  the  part  of  those 
who  will  have  the  reformation  of  the  banking  system  under 
consideration. 

I  am,  with  regard. 

Your  friend  and  obedient  servant, 

ROBERT  HARE. 

Mahlon  Dickerson,  Esq. 

Secretary  of  the  Navy. 
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PRELIMINARY  OBSERVATIONS. 


The  student  may  point  out  a  course  which  would  be  advan¬ 
tageous  if  pursued,  but  to  determine  how  far  that  course  is  reconcile- 
able  with  existing  interests,  passions,  and  prejudices,  belongs  to  the 
practical  politician.  Should  the  course  which  I  am  about  to  recom¬ 
mend  be  deemed  impracticable  under  existing  circumstances,  by 
those  who  are  best  able  to  judge,  still,  if  it  be  in  the  abstract  right,  I 
hope  it  will  be  considered  of  some  use  as  directing  the  public  mind 
towards  the  true  means  of  eventual  reformation.  Few  persons  are 
more  deeply  impressed  than  myself  with  the  immense  advantages 
which  have  resulted  from  a  proper  use  of  the  banking  system ;  and 
on  this  account  no  one  can  more  deplore  those  abuses  by  which  its 
influence  is  at  times  so  inverted,  as  to  become  a  curse  instead  of  a 
blessing. 

It  is  not  surprising,  that  with  these  characteristics,  it  should  have 
warm  friends,  and  inveterate  enemies,  accordingly  as  the  benefits  or 
evils  are  made  more  especially  the  object  of  attention ;  and  that 
between  the  opposite  impressions  thus  existing,  many  persons  should 
hesitate  which  view  to  espouse,  or  whether  its  advantages  or  disad¬ 
vantages  preponderate.  I  hope  by  the  analysis  of  its  functions  to 
cause  that  hostility  which  is  now  directed  towards  the  whole,  to  be 
concentrated  on  that  function  which  is  the  principal  source  of  abuse. 

To  the  great  object  of  reforming  the  currency  of  the  United  States, 
every  concession  should  be  made  as  respects  modes,  and  names,  pro¬ 
vided  that  the  object  can  be  obtained.  Let  it  be  granted  that  errors 
have  been  inoculated  in  the  people  by  political  leaders,  it  should  be 
recollected  that  such  errors  when  they  have  once  taken  root  in  the 
minds  of  a  sovereign,  from  whom  there  is  no  appeal,  must  be  con¬ 
sidered  as  rocks  which  may  be  avoided,  but  are  not  to  be  encoun¬ 
tered  with  impunity.  In  the  same  light  must  be  viewed  the  opinions 
which  have  been  professed  by  men  in  high  office,  and  in  which  they 
are  backed  by  a  large  portion  of  their  constituents.  Under  such 
circumstances  it  were  as  difficult  to  effect  a  change  in  politics,  as  in 
religion. 
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Were  the  friends  of  a  national  bank  upon  the  old  plan,  now  in 
power,  a  return  to  the  old  system  would  not  be  free  from  immediate 
difficulty,  and  ultimate  danger.  In  the  year  1816,  two  hundred  and 
forty-six  banks  held  a  capital  of  eighty-nine  millions  of  dollars:  at 
this  time  more  than  seven  hundred  banks  are  calculated  to  hold  three 
hundred  and  twenty -four  millions.  Of  course,  to  exercise  an  in¬ 
fluence,  under  existing  circumstances,  commensurate  with  that  em¬ 
ployed  by  the  late  bank,  with  a  capital  of  thirty-five  millions,  the 
capital  of  a  new  bank  must  be  as  much  greater  than  this  sum,  as 
324  is  greater  than  89.  It  follows  that  a  capital  over  one  hundred 
millions  would  be  necessary.  Will  there  be  no  difficulty  in  accumu¬ 
lating  such  a  capital,  or  when  accumulated,  in  having  it  wisely  and 
honestly  employed?  Moreover,  it  should  be  kept  in  mind,  that  the 
capital  of  a  national  bank  must  be  augmented  proportionably  to  the 
growth  of  our  wealth  and  population,  in  order  to  have  due  influence 
in  our  monetary  concerns. 

Much  would  depend  on  the  chief  of  the  institution,  since  in  joint 
stock  companies  the  business  mainly  devolves  upon  the  compensated 
officers.  Usually  so  far,  as  it  is  otherwise  in  banks,  the  motive  of 
attention  is  not  the  interest  of  the  stockholders,  but  the  greater  fa¬ 
cility  of  obtaining  discounts. 

Could  we  be  sure  always  of  having  a  direction  as  wise  and  honest 
as  that  of  the  late  bank  was,  (agreeably  to  my  humble  opinion,)  it 
might  be  advantageous  to  put  one  hundred  millions  under  their  con¬ 
trol,  making  the  regulation  of  the  currency  a  duty  incidental  to  that 
of  a  fair  and  profitable  distribution  of  the  funds  of  the  bank,  among 
borrowers.  But  unfortunately,  as  the  world  goes,  triumphant  fraud 
is  too  often  tolerated,  especially  those  military  or  political  frauds 
which  give  power  to  silence  complaint.  One  hundred  millions  under 
the  influence  of  a  cunning,  ambitious  and  unprincipled  administration, 
in  league  with  greedy  and  corrupt  partisans,  might  add  much  to  the 
means  of  over-ruling  all  our  happy  institutions  by  the  combined 
force  of  party  and  financial  organization. 

Of  course  the  applause  bestowed  on  the  management  of  the  late 
bank,  cannot  extend  to  the  first  two  or  three  years,  during  which 
stockjobbing,  participated  in  by  some  of  the  officers  and  directors, 
caused  a  loss  in  one  branch  of  a  million  and  a  half,  while  the  total 
loss  according  to  the  statement  of  Mr.  Cheves,  was  more  than  three 
millions  and  a  half.  When  the  result  of  the  administration  of  this 
bank,  during  the  first  and  the  latter  period  of  its  duration,  are  con- 
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trasted,  the  dependency  of  such  institutions  on  their  chief  officers,  will 
be  sufficiently  evident. 

An  able  writer,  under  the  signature  of  an  Examiner has  placed 
the  President  between  the  bank  and  the  constitution ;  and  finding  a 
Scylla  in  one,  does  not  perceive  that  there  is  just  as  much  reason 
for  viewino-  the  other  as  a  Charvbdis.  Under  these  circumstances  it 

O  V 

may  be  deemed  an  object  of  some  importance  that  a  course  should 
be  discovered,  by  which  our  Chief  Magistrate  may  avoid  both  the 
rock  and  the  whirlpool. 

I  fully  concur  in  the  opinion  which  I  know  to  be  entertained  by 
many  wise  and  good  men,  as  well  as  the  Examiner,  that,  un¬ 
der  existing  circumstances,  as  an  immediate  mean  of  relief,  public 
interest  would  be  best  consulted  by  a  transfer  of  the  treasury  depo¬ 
sits  to  the  Bank  of  the  United  States,  and  with  them  the  whole  of 
that  influence  and  credit  which  the  general  government  has  in  its 
power  to  bestow.  The  consequences  of  such  a  step,  in  the  re-esta¬ 
blishment  of  the  confidence  of  monied  men  in  this  country,  and  in 
Europe,  would  be  highly  beneficial ;  and  thus  strengthened,  there  can 
be  no  doubt,  but  that  the  rate  of  exchange  between  the  different 
parts  of  the  Union,  and  with  Europe,  would  undergo  an  immediate 
improvement.  Should  there  not,  in  this  way,  ultimately  be  a  suffi¬ 
cient  melioration  of  the  currency  effected,  other  measures  might  be 
adopted. 

It  is  then,  under  the  supposition  that  the  popular  excitement  against 
that  bank,  is  too  strong  to  be  disregarded ;  and  moreover,  that  the 
leading  men  of  the  administration  are  pledged  against  that  institu¬ 
tion,  too  conclusively,  to  employ  it :  or  that,  eventually,  the  evils  of  the 
existing  system  cannot  be  reached  by  a  state  bank,  that  I  venture  to 
propose  an  ulterior  remedy. 

It  were  hardly  possible  for  any  one  to  be  more  prone  than  myself 
to  question  the  wisdom  of  any  financial  scheme,  which  should  appear 
like  a  departure  from  the  precedents  established  by  the  Washington 
administration;  but  nothing  can  be  more  evident  than  the  fact,  that 
in  chartering  the  first  national  bank,  the  objects  contemplated  were 
fewer  and  less  complicated  than  at  present.  Only  three  state  banks 
then  existed,  and  of  the  necessity  of  curbing  their  issues,  or  checking 
the  establishment  of  other  state  banks,  no  idea  is  believed  to  have 
been  entertained.  The  importance  of  a  national  bank  for  those  ob¬ 
jects,  has  been  demonstrated  by  subsequent  experience.  But  in  lieu 
of  three  banks  to  be  curbed,  there  are  now  more  than  seven  hundred 
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to  be  curtailed  in'  their  circulation.  Yet  this  all-important  result  is 
to  be  effected,  not  as  a  part  of  the  declared  duty  of  a  new  bank;  but 
one  which  is  secondary  and  incidental  to  its  own  view  of  the  inte¬ 
rest  of  its  stockholders. 

When  the  first  national  bank  was  instituted,  it  could  hardly  have 
been  anticipated  by  the  sages  and  patriots  by  whom  it  was  sanc¬ 
tioned,  that  it  would  prove  an  object  of  party  proscription;  and 
that,  in  this  way,  in  one  instance,  the  nation,  when  on  the  eve  of  a 
war,  would  be  deprived  of  its  valuable  assistance,  and  in  another, 
through  the  loss  of  its  balancing  power,  undergo  a  national  insol¬ 
vency,  which  otherwise,  disastrous  war  could  scarcely  have  pro¬ 
duced. 

But  in  addition  to  the  considerations  abovementioned  which  tends 
to  render  a  bank  upon  the  old  plan  an  object  of  dread  as  well  as  of 
hope,  it  is  to  be  recollected,  that  every  step  towards  that  state  of 
things,  will  be  a  source  of  mortification  to  one  party,  and  exultation 
to  the  other ;  while  the  ultras  on  both  sides,  will  be  excited  by  their 
respective  presses  to  a  state  of  extreme  hostility. 


SUGGESTIONS 


RESPECTING 

A  REFORMATION  OF  THE  BANKING  SYSTEM. 


Evidently  there  are  in  Banking  three  distinct  functions : 

1st.  That  of  issuing  bills  of  credit  commonly  called  bank  notes: 

2d.  That  of  receiving  deposits  subject  to  order : 

3d.  That  of  loaning  money  for  interest  or  discount. 

It  must  also  be  evident  that  these  duties  are  not  inseparable. 

The  earliest  national  bank,  that  of  Venice,  which  seems  to  have 
suggested  the  establishment  of  the  other  European  banks  and  to 
have  given  them  its  name,  was  a  bank  of  deposit;  but  it  neither 
issued  notes,  nor  made  loans,  if  w^e  except  those  which  it  made  to 
the  state. 

The  celebrated  Bank  of  Amsterdam,  originally  received  money  on 
deposit,  without  issuing  notes  or  loaning  money.  Subsequently,  as 
large  portions  of  the  deposits  were  not  liable  to  be  withdrawn,  they 
were  secretly  loaned. 

This  bank  gave  to  dejiositors  two  kinds  of  acknowledgment.  One 
only  authorized  the  holder  to  transfer  to  another  person  any  portion 
of  the  credit  given  for  the  deposit  on  the  books  of  the  institution  ;  the 
other  acknowledgment  was  in  the  form  of  a  receipt,  which  entitled 
the  holder  to  draw  any  amount  to  his  credit  on  the  bank  books  in 
specie.  This  bank  issued  no  notes. 

The  system  under  which  the  Bank  of  Amsterdam  was  established, 
is  now  in  operation  in  Hamburg,  where  banking  is  confined  to  the 
tenure  of  bullion  or  coin  subject  to  order.  That  an  order  on  the 
Hamburg  bank  for  any  sum,  has  a  higher  value  than  the  same  no¬ 
minal  amount  tendered  in  hard  money,  proves  much  in  favour  of 
this  institution,  as  facilitating  a  metallic  currenc)^ 

It  is  well  known  that  in  England  unincorporated  banking  compa- 
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nies  of  larger  capital  than  some  of  our  principal  incorporated  banks, 
have  never  issued  any  notes  of  their  own  as  a  part  of  the  currency. 
They  have  restricted  their  business  chiefly  to  loaning  money  for  an 
adequate  compensation,  holding  the  money  so  loaned  subject  to  order; 
or  to  that  transfer  of  credit  from  the  books  of  one  banker  to  those  of 
another,  which  is  effected  by  checks,  drafts,  or  bills  of  exchange. 

In  the  year  1723  a  loan  office  was  established  in  Pennsylvania, 
and  continued  in  successful  operation  for  forty  years,  which  made 
loans  only  on  real  estate,  or  silver  plate  deposited  in  the  office.  Upon 
the  faith  of  these  deposits,  bills  were  issued,  for  which  the  borrower 
paid  five  per  cent,  per  annum  interest. 

Great  praise  was  bestowed  on  this  banking  system  by  Governor 
Pownall,  Dr.  Franklin,  and  Adam  Smith;  although  this  institution 
was  marred  by  the  unjust  and  absurd  injunction  that  the  bills  should 
be  a  legal  tender.  Governor  Pownall,  speaking  of  the  establishment 
of  the  office,  alleged,  “  that  there  never  was  a  wiser  nor  a  better  mea¬ 
sure;  never  one  better  calculated  to  serve  the  interest  of  a  rising 
country.'’'’* 

It  must  then  be  evident,  that  the  three  banking  functions  have  not 
always  been  associated ;  and  I  am  of  opinion  that  their  association 
has  been  a  principal  source  of  the  vices  of  our  banking  system.  Of 
all  the  functions  of  that  system,  the  issue  of  bank  notes  or  bills  of 
credit  is  the  most  prominent,  and  of  which  the  real  or  imaginary 
mismanagement  is  most  oflensive  to  the  people.  Of  the  benefit  which 
they  receive  from  banks,  there  is  for  them  no  adequate  proof;  almost 
every  poor  man  who  holds  a  bank  note  conceives  the  bank  in  his 
debt,  and  at  this  he  is  prone  to  be  indignant,  when  he  contrasts  his 
own  slender  means  with  the  proverbial  affluence  of  his  debtor.  The 
convertibility  of  the  note  into  specie,  is  the  only  circumstance  which 
can  reconcile  him  to  the  arrangement ;  and  v/henever  by  a  refusal  to 
pay  specie,  this  convertibility  ceases,  not  only  indignation,  but  rage 
may  ensue.  There  is,  in  fact,  in  the  nature  of  things  a  line  of  de¬ 
marcation,  between  those  functions  of  the  banker  which  consist  in 
the  issue  of  bills,  and  that  of  holding  loans  or  sums  otherwise  ac¬ 
quired,  subject  to  order:  the  one  is  a  private  right;  the  other  a 
sovereign  prerogative,  which  can  only  be  properly  exercised  either 
by  the  nation  or  its  authorized  agents. 

In  the  first  place  I  shall  endeavour  to  show,  that  the  three  func- 


*  See  Gouge’s  History  of  Banking,  page  8. 
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tions  of  the  banker  abovementioned,  ought  not  to  be  united,  and  in 
the  next  place  to  suggest  the  means  by  which  they  may  be  separated. 
It  will  also  be  my  object  to  prove,  that  the  currency  of  a  country 
ought  to  be  an  object  of  primary  care,  and  to  be  guarantied  by  the 
nation,  and  that  national  credit^  subjected  to  specie  as  a  standard  of 
valuation^  is  a  more  secure  basis  for  currency  than  the  precious 
metals :  that  a  paper  currency  founded  on  specie  as  a  hasis^  not  as 
a  measure  of  value,  cannot  be  secure  from  disastrous  fluctuation ; 
since  gold  and  silver  being  merchandise,  are  liable  in  the  course  of 
trade  to  be  abstracted,  and  consequently  to  cause  the  demolition  of 
any  financial  superstructure  which  may  rest  upon  them. 

I  entreat  the  friends  of  a  metallic  currency,  the  enemies  of  banks, 
and  the  admirers  of  our  monetary  system,  under  the  late  national 
bank,  to  consider  this  effort  to  reconcile  their  views  with  indulgent 
attention.  Let  it  be  conceded  to  the  enemies  of  the  banking  system, 
that  it  is  a  pernicious  malady,  still  evidently,  it  is  one  which  like  the 
Plica  Polonica,  requires  a  milder  remedy  than  that  of  excision.  A 
resort  to  the  knife  would  be  both  painful  and  dangerous. 

Ought  not  the  privilege  of  loaning  money  on  personal  security, 
and  holding  the  amount  loaned  subject  to  order,  to  be  enjoyed 
wherever  there  is  on  one  side  capital  sufficient  to  afford  loans,  in  the 
hands  of  persons  willing  to  lend  it,  and  on  the  other  side  those  who 
are  willing  to  borrow  that  capital  on  terms  satisfactory  to  the  owners? 
Yet  these  are  the  only  functions  requisite  to  an  office  of  discount 
and  deposit.  To  afford  accommodation  to  every  person  whose  deal¬ 
ings  require,  and  whose  means  of  repayment  would  justify  occa¬ 
sional  loans,  it  would  seem  expedient  that  they  should  exist  in  every 
part  of  the  country,  which  can  supply  the  capital  necessary  to  their 
support."  To  deny  them  to  one  place,  while  they  are  enjoyed  in 
others,  would  evidently  be  inconsistent  with  justice  or  republican 
equality. 

But  on  the  other  hand,  ought  the  privilege  of  issuing  bills  of  cre¬ 
dit,  denied  by  the  constitution  to  the  states,  to  be  exercised  by  more 
institutions  than  the  public  interest  requires?  Were  specie  alone 
employed,  we  should  have  but  one  coinage,  since  the  states  are  pro¬ 
hibited  from  coining  money;  and  it  would  obviously  be  inexpedient 
to  have  as  many  different  coins  as  there  are  states  in  the  confede¬ 
racy.  Wherefore,  then,  when  bank  notes  are  substituted  for  coin, 
are  we  to  have  not  only  different  notes  for  every  state,  but  also  for 
every  bank  in  every  state? 
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There  must  now  be  in  the  United  States  between  seven  and  eight 
hundred  varieties  of  bank  notes.  According  to  the  report  of  the 
Secretary  of  the  Treasury,  there  were,  prior  to  last  December,  six 
hundred  and  sixty-seven  banks. 

The  issue  of  bills  or  bank  notes,  I  have  always  believed,  would 
have  been  better  restricted  to  one  bank  or  loan  office,  and  its 
branches;  and  that  loaning  on  personal  security,  so  far  from  being 
necessary  to  the  power  of  issuing  bills,  is  precisely  that  which  ren¬ 
ders  them  insecure,  and  tends  to  cause  them  to  be  issued  to  excess. 

Every  body  will  admit  that  a  loan  office  or  bank,  for  issuing  a 
national  currency,  should  be  as  free  as  possible  from  local  or  per¬ 
sonal  influence:  but  I  would  inquire  whether  such  an  institution 
should  not  be  so  constituted  as  to  be  in  the  least  possible  degree  lia¬ 
ble  to  the  suspicion  of  its  being  under  such  influence?  If,  as  I  be¬ 
lieve,  the  late  national  bank  was  not  corrupt,  was  it  not  treated,  by 
a  majority  of  the  people,  as  if  guilty  of  the  charges  to  which  it  was 
exposed?  Have  not  those,  who  believed  that  it  was  destroyed  from 
its  insubordination  to  the  head  of  a  ruling  party,  reason  to  fear  that 
any  institution,  similarly  constituted,  may,  like  the  fox  in  the  fable, 
yield  to  the  lion  all  that  he  claims?  Would  not  the  advocates,  as 
well  as  the  opponents  of  the  late  bank,  deem  it  safer,  not  only  to 
guard  any  similar  agent  against  corruption,  but  against  any  suspi¬ 
cion  of  its  being  corrupted  ? 

The  late  bank  had  to  sustain  a  double  character.  In  some  re¬ 
spects,  its  functions  were  precisely  those  of  a  state  bank;  while,  in 
others,  the  president  and  directors  were  to  cast  their  eyes  over  the 
financial  world,  in  order  to  regulate  the  currency.  On  the  one 
hand,  it  has  been  alleged  that  these  complicated  duties  were  not  well 
performed;  while,  on  the  other  hand,  it  is  alleged  that  they  were  ad¬ 
mirably  well  performed;  but  that  local  jealousy  and  party  spirit  sub¬ 
jected  the  institution  to  groundless  suspicion  and  unfounded  com¬ 
plaint.  The  government  of  the  United  States  having  made  it  the 
key-stone  of  the  banking  system,  and  thus  associated  its  welfare 
with  that  of  the  whole  community,  the  sufferings  of  the' people,  con¬ 
sequent  to  its  dislocation,  have  been  as  great  in  one  case,  as  they 
would  have  been  in  the  other. 

It  must,  then,  be  admitted  on  all  sides,  that  in  providing  another 
key-stone  for  the  financial  arch,  now  manifestly  in  ruins,  care  should 
be  taken  to  render  it  as  insusceptible  as  possible,  of  a  displacement 
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so  pregnant  with  mischief  as  that  which  has  been  recently  wit¬ 
nessed. 

In  an  article  lately  published  in  the  Edinburgh  Review,  it  is 
urged,  in  strong  terms,  that  an  institution  for  regulating  the  cur¬ 
rency  should  not  be  associated  with  the  mercantile  interest,  as  a  dis¬ 
counter  of  their  bills.  Admitting  suggestions  of  the  evil  influence, 
thus  arising,  to  be  unjust,  does  not  the  fact,  that  such  an  association 
has  furnished  a  ground  for  these  charges,  tend  to  show  that  it  should, 
if  possible,  be  avoided.* 

It  follows,  as  I  conceive,  that  if  in  obedience  to  the  precedents  esta¬ 
blished  by  the  administrations  of  Washington  and  Madison,  the  na¬ 
tional  currency  is  again  to  be  committed  to  an  incorporated  institu¬ 
tion,  its  functions  should  be  those  only  which  are  indispensable  to 
furnish  us  with  a  sound  currency,  and  exchange  at  all  times  nearly 
at  par.  It  should  be  constituted  like  the  Pennsylvania  Loan  Office, 
to  which  allusion  has  been  made,  excepting  that  it  should  found  its 
issues  on  a  trust  fund,  consisting  of  stocks  of  the  state,  or  general 
government,  as  well  as  productive-real  estate.  Of  course  its  opera¬ 
tions  should  be  confined  to  the  emission  on  adequate  security  (not 

*  The  language  of  the  reviewer  above  cited,  is  as  follows  : — 

“  The  radical  defect,  in  fact,  in  the  constitution  of  the  bank,  consists  in  its 
participating  too  much  in  the  feelings  and  views  of  the  mercantile  class.  It 
is  managed  by  merchants,  and  we  need  not  wonder  that  it  should  sympathize 
with  them.  It  may,  however,  be  inferred,  with  almost  unerring  certainty, 
that  the  bank  is  acting  on  erroneous  principles,  when  its  conduct  is  warmly 
approved  by  the  merchants;  and  conversely,  whenever  the  city  articles  of 
the  metropolitan  papers  teem  with  eulogies  on  the  conduct  of  the  bank,  we 
may  be  quite  certain  that  mischief  is  abroad.  A  merchant  is  anxious  to  get 
bills  readily  discounted  at  a  low  rate  of  interest;  and  his  good  or  bad  opinion 
of  the  bank  directors  depends,  in  nine  cases  out  of  ten,  on  their  readiness  to 
negotiate  the  paper  he  lays  before  them.  This  might  be  a  fair  enough  test 
of  the  liberality,  though  it  would  be  none  of  the  prudence  or  sagacity  of  the 
bank,  were  she  a  bank  of  deposit  only,  and  had  nothing  to  do  with  the  issue 
of  notes.  But  in  the  actual  situation  of  the  bank,  her  other  business  is,  or  at 
all  events  ought  to  be,  subservient  to  her  functions,  as  an  issuer  and  regu¬ 
lator  of  the  currency.  With  her,  the  salus  populi  should  be  the  governing 
principle,  and  her  liberality  to  the  merchants  should  rarely  begin,  till  she  has 
provided  for  the  security  of  the  public,  by  amassing  a  stock  of  bullion  equal, 
at  least,  to  the  third  part  of  her  liabilities. 

“We  acknowledge  that  it  is  very  difficult  for  parties,  in  the  situation  of  the 
bank  directors,  to  resist  the  solicitations  and  exaggerated  representations  of 
those  among  whom  they  live,  and  with  whom  their  own  interests  are  fre¬ 
quently  identified.” 
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personal)  of  its  bills  of  credit ;  paying  for  them  in  specie  or  an  equiva¬ 
lent,  and  preserving  their  currency  in  every  part  of  the  Union. 

Depriving  the  loan  office  of  all  power  excepting  that  of  issuing 
bills,  notes,  or  certificates  of  debt  upon  deposits  of  government  stocks, 
or  real  estate  securities,  would  diminish  favouritism,  and  at  the  same 
time  remove  the  grounds  which  might  prove  to  be  a  basis  for  any 
suspicion  of  its  existence. 

The  most  strenuous  advocate  of  a  currency  exclusively  metallic, 
would  admit  that  a  bank  like  that  of  Hamburgh,  constituted  to  hold 
gold  and  silver,  whether  in  bullion  or  in  coin,  subject  to  order,  tends 
to  mitigate  certain  inconveniences  inseparable  from  that  currency :  I 
allude  to  the  necessity  of  counting  and  examining,  perhaps  weighing 
the  pieces,  and  of  wheeling  the  aggregate  from  the  premises  of  one 
dealer  to  those  of  another. 

Twenty  thousand  silver  dollars  must  weigh  nearly  a  thousand 
pounds  avoirdupois,  and  would  therefore  constitute  a  load  for  a  horse 
and  cart ;  while  the  labour  of  weighing  or  counting  and  of  examina¬ 
tion,  would  be  more  or  less  onerous  according  to  the  confidence  of  the 
receiver  in  the  goodness  of  the  coin.  Once  weighed,  counted,  .exa¬ 
mined  and  deposited  in  bank,  it  might  lay  for  any  length  of  time, 
and  be  transferred  to  the  credit  of  innumerable  individuals  in  succes¬ 
sion,  without  any  repetition  of  the  labour.  No  risk  arising  from  any 
want  of  fidelity  in  the  officers  of  a  bank,  can  equal  those  of  the  rob¬ 
bery  and  murder  to  which  hoards  of  specie  in  private  hands  are  too 
often  a  successful  inducement. 

But  were  our  circulation,  as  stated,  to  be  represented  by  its  equiva¬ 
lent  in  specie;  it  would  require  in  the  bank  vaults  a  sum  equivalent 
to  255  millions.  Allowing  55  millions  to  remain  for  the  purpose  of 
meeting  occasional  demands  for  specie,  and  thus  to  preserve  the  ideal 
convertibility  of  the  circulation  into  that  medium,  there  would  re¬ 
main  200  millions.  Obviously,  by  vesting  this  sum  in  funded  debt, 
or  bonds  and  mortgages  yielding  interest,  a  saving  would  result  of 
ten  millions  annually. 

I  am  aware  that  it  will  be  objected,  that  as  our  banks  have  been 
managed,  real  estate  securities  have  not  been  deemed  proper  invest¬ 
ments  for  their  funds.  Property  more  readily  convertible  into  cash, 
like  government  stocks,  would  on  many  accounts  be  preferable;  but 
if  the  option  of  paying  the  notes  of  the  loan  office  in  certificates, 
bearing  interest  under  the  national  guarantee  were  enjoyed,  there 
would  be  no  necessity  for  pressing  for  any  debt  well  secured  by  real 
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estate.  Not  imfrequently  the  holders  of  unincumbered  real  estate 
suffer  from  the  want  of  accommodation  at  bank,  which  is  copiously 
enjoyed  by  their  mercantile  friends  through  the  medium  of  indorse¬ 
ments.  Yet  it  has  often  been  observed  that  the  drawers  and  indor¬ 
sers  are  so  linked  together,  that  the  banks  are  not  more  secure  than 
if  dependent  upon  the  drawers  alone.  But  while  this  system  of  in¬ 
dorsement  affords  but  an  imperfect  security  to  the  bank,  it  has  been 
a  prolific  source  of  ruin  and  demoralization.  The  indorsement  is 
not  always  obtained  without  concealment,  or  misrepresentation;  and 
whether  fairly  procured  in  the  first  instance  or  not,  the  unlucky 
wight  who  has  written  his  name  on  the  back  of  one  note,  is  induced, 
to  his  eventual  ruin,  to  indorse  many  others  in  order  to  retrieve  the 
fortunes  of  the  individual  or  firm,  with  which  his  own  are  in  this 
way  injuriously  associated.  Another  source  of  evil  is  the  preference 
given  to  endorsers,  to  the  exclusion  of  claims  founded  on  sales  of 
merchandise. 

The  less  an  institution  for  issuing  a  national  currency  should  be 
involved  in  this  intricate  scene  of  pecuniary  negotiation,  the  less  will 
it  be  liable  to  dislike  or  distrust  with  the  mass  of  illiterate  voters. 
In  its  simplest  form,  the  operations  of  any  office  foj  the  emission  of 
money,  will  always  be  to  them  sufficiently  difficult  to  understand.  Yet, 
the  more  room  there  may  be  for  misapprehension,  the  more  easy  will 
it  be  for  demagogues  to  make  it  an  object  of  popular  enmity.  Such 
enmity  towards  any  institution  of  which  the  endurance  is  important 
to  the  common  weal,  not  only  endangers  its  existence,  but  subjects 
to  unpopularity  the  virtue  and  intelligence  of  the  country,  which  will 
naturally  be  marshalled  in  its  defence. 

When  money  is  loaned  upon  the  pledge  of  real  estate,  producing 
much  more  in  rent,  than  the  interest  of  the  sums  loaned  on  it,  proba¬ 
bly  few  persons  will  have  any  difficulty  in  estimating  the  transac¬ 
tion.  In  fact  it  will  not  be  the  solvency  of  the  parties,  but  that  of 
the  property  that  will  be  scrutinized.  Hence  there  will  be  less  room 
for  the  influence  of  prejudice,  partiality,  error,  or  misrepresentation. 

Excepting  war,  anarchy,  or  pestilence,  it  would  seem  that  nothing 
costs  a  nation  more  than  the  stagnation  of  industry,  enterprise,  and 
capital,  consequent  to  a  pecuniary  panic. 

Yet,  the  idea  that  the  government  should  guaranty  the  obligations 
of  the  loan  office,  seems  so  contrary  to  the  practice  of  making  the 
currency  contribute  to  the  national  revenue,  that  it  may  be  expedient 
to  state  my  reasons  in  favour  of  that  course. 
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Whenever  the  government  pledges  itself  to  pay,  it  does  so  of 
course  at  the  risk  of  the  fixed  capital  of  the  country,  which  it  would 
be  impracticable  or  disadvantageous  to  export.  The  sum  for  which 
the  pledge  is  given  becomes  a  lien  upon  that  capital.  Other  pro¬ 
perty  may  escape  from  a  contribution  in  various  ways,  besides  that 
of  exportation.  The  idea  that  it  is  the  earnings  of  the  poor,  which 
are  pledged,  is  erroneous.  The  poor  man  is  affected  only  so  far  as 
the  prosperity  of  the  country  is  affected.  If  such  a  pledge  promotes 
prosperity,  it  serves  the  labourer.  As  respects  the  proprietors  of  fixed 
capital,  since  the  value  of  their  property  ffuctuates  with  the  curren¬ 
cy,  it  should  with  them  be  a  primary  object  to  secure  the  currency 
from  deterioration.  It  presents  a  case  for  mutual  assurance  more 
urgent  than  that  of  indemnity  from  fire.  A  reciprocal  obligation  to 
divide  losses  arising  from  fire,  does  not  diminish  the  liability  of  the 
property  to  ignition;  but  in  the  case  of  the  currency,  reciprocal 
assurance  against  ffuctuation  would  prevent  ffuctuation. 

Since  upon  the  stability  of  the  circulating  medium  the  value  of  all 
other  property  is  dependent,  can  any  thing  be  more  reasonable  than 
to  make  the  one  answerable  for  the  other? 

Do  not  the  rich  owe  it  to  the  poor,  to  guaranty  the  value  of  the 
money,  in  which  the  wages  of  the  latter  are  paid? 

In  favour  of  giving  the  bank  the  option  of  paying  either  in  spe¬ 
cie,  or  in  certificates  bearing  interest,  I  have  much  to  urge. 

While,  with  a  currency  consisting  of  at  least  five  paper  dollars  for 
one  of  metal,  the  latter  is  made  the  basis  of  value  to  the  whole;  and 
yet  is  from  its  nature  liable  to  be  abstracted  as  an  article  of  merchan¬ 
dise  by  commercial  fluctuations,  how  can  it  be  reasonably  expected 
that  pressure  and  panic  will  not  occasionally  ensue? 

As  well  might  a  tripod  with  two  legs  of  wood  and  one  of  gold  be 
considered  as  a  mean  of  satisfactory  repose  to  the  owner,  who 
through  fear  of  his  creditors  is  obliged  occasionally  to  lock  up  the 
golden  leg,  and  thus  render  it  useless  both  to  himself  and  to  them. 

The  remedy  which  I  would  propose  for  this  evil  is  sanctioned  by 
facts  mentioned  in  the  celebrated  report  of  the  bullion  committee  of 
the  Parliament  of  Great  Britain.  From  that  document  it  appears 
that  a  money  pressure  in  England  was  checked  by  an  emission  of 
exchequer  bills. 

The  obligations  of  the  proposed  loan  office  never  exceeding  the 
trust  fund,  they  would  have  the  highest  degree  of  credit  with  all 
persons  aware  of  the  nature  and  extent  of  the  security ;  but  in  order 
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to  give  them  currency  \vith  others  who  may  not  have  the  necessary 
knowledge,  I  would  have  the  association  to  pay  a  per  centage  to  the 
government  on  their  notes,  in  consideration  of  their  having  all  their 
trust  fund  debts  ofuarantied  bv  the  nation. 

We  have  at  present  no  produce  which  can  be  advantageously 
exported  to  Europe,  yet  owe  in  that  part  of  the  world,  more  than  all 
the  specie  at  command.  Under  these  circumstances,  how  are  specie 
payments  to  be  resumed,  without  the  payment,  or  procrastination,  of 
the  claims  of  our  European  creditors? 

The  bonds  of  the  United  States  Bank  have,  to  a  certain  extent, 
lessened  the  demand  in  England  for  specie.  Were  there  a  suffi¬ 
ciency  of  analogous  funds,  supported  not  only  by  the  credit  of  a  trust 
fund,  but  also  by  that  of  the  government,  could  not  the  debt  which 
has  caused  the  suspension  of  specie  payments  have  been  postponed 
for  any  period  which  might  have  been  requisite?  It  was  objected  to 
the  bonds,  that  they  were  redeemable  at  a  period  too  early. 

Experience  has  demonstrated,  both  in  this  country  and  Great  Bri¬ 
tain,  that  certificates  of  funded  national  debt,  bearing  the  market  rate 
of  interest,  will  sell  above  par,  and  that  so  long  as  interest  is  certain, 
the  prospect  of  redemption  injures  the  value  in  proportion  to  its 
proximity. 

Those  who  prefer  a  metallic  currency  will  not  deny,  that  to  lay 
by  as  a  provision,  for  the  future,  a  national  certificate  bearing  inte¬ 
rest,  is  better  than  a  bag  of  coin.  Of  course,  were  a  bank  or  loan 
office  to  have  the  option  of  paying  its  notes  in  specie,  or  issuing  cer¬ 
tificates  bearing  interest,  it  could  always  meet  its  obligations  in  the 
one  way  or  the  other. 

According  to  the  report  of  the  bullion  committee,  the  inconveni¬ 
ence  which  resulted  from  the  suspension  of  specie  payments,  was  a 
depreciation  of  the  currency  to  a  small  extent,  arising  from  an  ex¬ 
cessive  issue  of  bank  “  hills, and  from  the  incompetency  of  such 
“  to  circulate  on  the  continent,  and  of  course,  to  answer  for 

exchange.  But  from  the  currency  of  the  bonds  of  the  present  Uni¬ 
ted  States  Bank,  under  circumstances  exceedingly  unpropitious,  there 
can  be  little  doubt  that  if  such  bonds  had  the  guarantee  of  our  go¬ 
vernment,  they  would  answer  quite  as  well  for  exchange  to  any  desi¬ 
rable  extent,  as  they  now  do,  imperfectly,  to  a  limited  extent :  and  as 
respects  over  issues,  they  would  be  corrected  by  the  obligation  of  the 
bank  to  pay  interest,  or  specie. 
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Would  an  excess  of  any  currency  remain  in  a  market,  when  the 
holders  have  the  option  of  safely  investing  it  at  a  fair  interest? 

The  following  statement  in  the  report  of  the  bullion  committee, 
sanctions  the  idea,  that  certificates  bearing  interest  and  secured 
by  government,  may  uphold  a  paper  currency  when  the  incompe¬ 
tency  of  specie  as  its  basis  becomes  evident. 

“  In  the  year  1793,  the  distress  was  occasioned  by  a  failure  of  con¬ 
fidence  in  the  country  circulation,  and  a  consequent  pressure  upon  ^ 
that  of  London.  The  Bank  of  England  did  not  think  it  advisable  to 
enlarge  their  issues  to  meet  this  increased  demand,  and  their  notes, 
previously  issued,  circulating  less  freely  in  consequence  of  the  alarm 
that  prevailed,  proved  insufficient  for  the  necessary  payments.  In 
this  crisis.  Parliament  applied  a  remedy,  very  similar,  in  its  effects, 
to  an  enlargement  of  the  advances  and  issues  of  the  bank ;  a  loan  of 
Exchequer  Bills  was  authorized  to  be  made  to  as  many  mercantile 
persons,  giving  good  security,  as  should  apply  for  them;  and  the 
confidence  which  this  measure  diffused,  as  well  as  the  increased 
means  which  it  afforded  of  obtaining  bank  notes  through  the  sale  of 
the  Exchequer  Bills,  speedily  relieved  the  distress  both  of  London 
and  of  the  country.  Without  offering  an  opinion  upon  the  expe¬ 
diency  of  the  particular  mode  in  which  this  operation  was  effected, 
your  committee  think  it  an  important  illustration  of  the  principle, 
that  an  enlarged  accommodation  is  the  true  remedy  for  that  occa¬ 
sional  failure  of  confidence  in  the  country  districts,  to  which  our  sys¬ 
tem  of  paper  credit  is  unavoidably  exposed.” 

The  efficacy  of  national  credit  in  supporting  the  currency,  having 
been  thus  recognised,  is  it  not  surprising  that  the  idea,  that  they 
should  be  inseparable,  was  not  awakened? 

It  follows,  that  by  the  privilege  of  issuing  certificates  of  debt,  bear¬ 
ing  interest,  a  bank  would  always  be  protected  from  the  disgrace  of 
insolvency,  and  the  public  from  the  panic  and  pressure  resulting  from 
the  want  of  money ;  since  the  bank  could  always  extend  the  supply 
on  real  security,  and  yet  could  not  exceed  what  might  be  necessary, 
without  being  rebuked  by  the  return  of  its  notes  for  payment,  and 
the  consequent  diminution  of  its  profits  by  the  necessity  of  exchang¬ 
ing  them  for  specie,  or  certificates  bearing  interest. 

But  it  will  be  said,  the  business  of  issuing  notes  and  that  of  loan¬ 
ing  money,  and  holding  deposits  subject  to  order,  have  in  this  country 
always  been  associated :  admitting  their  separation  to  be  desirable, 
how  is  it  to  be  effected?  By  what  means  can  we  induce  state  banks  to 
relinquish  their  prescriptive,  though  unconstitutional  privilege  of  issu- 
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ing  bills  of  credit?  How  is  the  capital  requisite  to  their  circulation 
to  be  created,  and  if  created  and  placed  in  a  loan  office,  where  is 
that  office  to  be  located,  and  by  whom  managed?  How  is  the  jea¬ 
lousy  of  the  administration  to  be  quieted  on  one  side,  and  the  love  of 
power  to  be  restrained  upon  the  other. 

Such  were  the  difficulties  which  presented  themselves  to  the  framers 
of  our  constitution,  in  arranging  our  political  affairs,  and  to  what  did 
their  wisdom  finally  lead?  Was  it  not  to  an  ao-reement  to  commit 
to  a  general  government  all  joint  concerns,  reserving  all  others  to 
the  members  of  the  confederacy  in  their  separate  capacit}"  ?  Were 
the  constituency  of  our  national  bank  or  loan  office,  in  the  state 
banks,  there  would  be  a  happy  analogy  between  the  organization  of 
our  pecuniary  S5^stem  and  that  of  our  political  government. 

The  branches  of  a  tree  proceed  from  a  common  trunk,  but  in  the 
case  of  a  river  the  main  stream  results  from  the  confluence  of  tribu¬ 
tary  ramifications. 

I  would  have  the  existing  banks,  or  as  many  as  would  concur,  to 
resolve  themselves  in  their  individual  capacity  into  offices  of  deposit 
and  discount,  and  in  their  joint  capacity  into  a  general  loan  office, 
under  the  authority  of  the  national  government.  In  the  one  capacity 
they  are  to  relinquish  all  right  to  issue  loans  on  personal  security,  or 
to  receive  deposits  subject  to  order :  in  their  separate  capacity  they 
are  to  relinquish  all  right  to  issue  bank  notes  or  bills  of  credit,  pay¬ 
able  to  bearer,  or  any  form  of  bank  notes  or  paper  credit  which  enter 
into  circulation,  so  as  to  act  as  money,  without  endorsement. 

Thus  the  branch  offices  will  become  the  progenitors  of  the  ge¬ 
neral  office,  instead  of  the  general  office  being  the  parent  of  the 
branch  offices. 

Neither  will,  in  their  joint  capacity,  be  responsible  for  each  other 
in  their  individual  capacity ;  nor,  in  their  individual  capacity,  will 
they  be  answerable  for  the  joint  fund. 

On  first  view,  the  reader  may  suppose  that  there  is  some  analogy 
between  the  association  thus  proposed,  and  the  reciprocal  responsi¬ 
bility  coercively  induced  by  the  safety  fund  system  of  New  York; 
but  in  truth,  the  one  system  is  extremely  different  from  the  other.  My 
plan  extends  only  to  secure  that  portion  of  the  circulating  medium 
which  the  nation  has  both  a  constitutional  and  reasonable  claim  to 
control.  Moreover,  the  parties  are  placed  originally  on  a  footing  as 
equitable  as  are  any  partners  or  stockholders  in  any  firm  or  joint 
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stock  company.  Agreeably  to  the  law  establishing  the  safety  fund 
system,  each  party  is  coercively  subjected  to  the  consequences  of  in¬ 
discreet  issues  of  paper  by  other  parties,  without  any  security  being 
given  for  the  notes  so  issued.  Agreeably  to  the  plan  which  I  pro¬ 
pose,  the  parties  undergo  no  coercion,  and  incur  only  a  special 
responsibility.  They  voluntarily  form  a  fund  for  the  mutual  assu¬ 
rance  of  themselves  and  the  public;  while  no  member  of  the  associa¬ 
tion  can  issue  notes  for  which  he  does  not  previously  give  security. 
The  New  York  safety  fund  law  is  alleged  to  have  encouraged  the 
emission  of  notes  beyond  their  means,  by  inferior  banks,  in  conse¬ 
quence  of  the  credit  arising  from  their  notes  being  secured  by  a  fund 
derived  from  other  banks ;  but  in  the  plan  which  I  propose,  a  check 
for  the  undue  issue  of  notes,  is  provided  at  the  expense  of  the  issuer, 
while  security  for  their  payment  is  necessarily  deposited  before  they 
can  be  had  to  issue. 

If  a  national  institution,  for  the  emission  of  a  good  currency,  is  to 
be  formed,  the  requisite  capital  must  either  he  created  out  of  the 
existing  capital  and  circulation ;  it  must  he  superadded  to  that 
capital  and  circulation ;  or  it  must  displace  them.  So  far  as  it 
displaces  the  existing  capital  and  circulation,  it  must  cause  a  loss  to 
the  stockholders,  and  perhaps  a  pressure  on  the  debtors  of  the  exist¬ 
ing  banks :  so  far  as  it  may  be  superadded  to  it,  it  lends  to  augment 
a  currency  already  considered  as  excessive.  The  only  way  in  which 
one  or  the  other,  or  partially  both  of  the  evils  of  the  two  last  men¬ 
tioned  modes  of  procedure  can  be  avoided,  appears  to  be  a  resort  to 
the  first  mode;  agreeably  to  which,  those  whose  capital  and  circula¬ 
tion  are  now  in  the  field,  will  remain  in  possession  under  another 
form.  As  respects  them,  it  is  the  course  manifestly  to  prevent  the 
loss  of  a  possession ;  as  respects  the  community,  it  wqre  politic  as 
well  as  just,  according  to  my  view,  that  they  should  not  be  dispos¬ 
sessed  further  than  the  public  good  requires.  It  is  just  that  they 
should  not  be  dispossessed,  because,  what  they  hold,  has  heen  ob¬ 
tained  under  the  auspices  of  the  general  and  state  governments. 
They  were  made  hy  the  one,  and  encouraged,  etnployed,  and  sanc¬ 
tioned  hy  the  other.  The  actual  stockholders  have  generally  paid 
for  their  shares  the  full  value ;  and  unless  imperatively  demanded  by 
public  good,  that  statesman  must  “  have  his  heart  in  his  head,''’  who 
would  carry  misery  to  the  door  of  the  widow,  the  orphan  and  many 
other  helpless  people,  who,  through  a  reliance  on  the  stability  of  our 
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banking  system,  have  had  their  means  invested  in  bank  stocks.  It 
were  politic  to  consult  the  interest  of  existing  institutions,  because 
their  friendly  co-operation  may  much  promote,  their  hostility  as  much 
impede,  any  plan  of  reformation.  If,  on  the  one  hand,  the  stock- 
jobbing  interest  should  be  hostile  to  a  scheme  which  forestalls  a  har¬ 
vest  of  new  scrip  for  their  operations;  on  the  other  hand  the  great 
mass  of  the  community,  who  disapprove  of  stock  gambling,  will  be 
pleased  to  see  the  scrip  disposed  of,  in  embryo,  to  those  to  whom  in 
equity  it  ought  to  belong. 

In  accordance  with  these  views,  let  all  banks  desirous  of  a  reform  of 
the  bankins:  system,  send  delegates  to  a  convention  to  be  held  at  Wash- 
ington  soon  after  the  meeting  of  congress,  in  order  to  confer  upon  the 
best  means  of  co-operating  with  the  view  of  contributing  to  a  national 
institution  for  regulating  the  currency  of  the  nation.  Supposing  that 
the  charters  of  the  state  banks  do  not  authorize  the  necessary  steps, 
no  doubt  such  change  as  might  be  required,  could  be  easily  obtained 
before  the  time  of  definitive  action.  It  appears  to  me  that  such  an 
institution  might  be  so  constituted  by  deeds  of  trust,  as  not  to  require 
a  charter  from  the  general  government.  For  the  management  of 
the  trust  fund  pursuant  to  the  plan  which  I  am  about  to  explain,  no 
higher  power  would  be  requisite  than  those  which  have  been  grant¬ 
ed  to  the  trustees  of  the  late  National  Bank.  Excepting  that 
such  agents  are  liable  for  fraud,  the  whole  responsibility  would  rest 
upon  the  trust  fund.  All  laws  necessary  to  the  discharge  of  the 
trust,  might  be  made  by  the  general  government,  without  any  breach 
of  the  pledge  which  the  president  has  given. 

The  national  circulation  would  not  be  under  the  control  of  one 
corporation,  a  predicament  so  objectionable  to  many  ;  but  under  the 
control  of  trustees  appointed  by  the  confederated  banks,  and  the 
duties  of  these  trustees  defined  both  by  the  deed  of  trust  and  the  laws 
under  which  it  should  be  executed.  But  it  is  time  that  the  objects 
of  this  deed  should  be  explained,  as  well  as  the  manner  in  which  it 
is  to  become  the  foundation  of  a  new  and  uniform  currency. 

Let  thejDffices  associated  as  abovementioned,  contribute  to  a  joint 
trust  fund  in  state  stocks  or  any  joint  stocks,  guarantied  by  a  state 
or  by  the  United  States,  or  in  productive  real  estate  securities;  the 
interest  secured  not  being  more  than  one-third  of  the  nett  income, 
during  an  average  of  five  years :  each  office  to  have  the  privilege 
of  contributing  a  sum  proportionable  to  the  extent  of  its  relinquished 


circulation,  and  to  receive  in  return,  an  amount  of  bills,  equivalent 
to  the  amount  of  security  deposited,  drawn  by  the  trustees  paya¬ 
ble  to  order  of  its  president  and  cashier. 

The  trust  fund  totbe  nominally  divided  into  shares,  each  of  one 
thousand  dollars,  every  share  to  give  a  vote  in  respect  to  the  affairs 
of  the  loan  office  and  election  of  trustees. 

The  fund  to  be  under  the  management  of  trustees  or  directors  to 
be  annually  elected,  two-thirds  of  the  votes  being  necessary  to  an 
election. 

The  business  should  be  transacted  at  one  general  office  and  its 
branches,  of  which  there  might  be  one  for  every  office  of  discount 
and  deposit.  The  collection  of  its  own  dividends  on  interest  on  the 
securities  placed  in  the  fund,  might  be  effected  by  each  office  of  dis¬ 
count  and  deposit  as  attorney  for  the  trustees,  the  latter  however,  re¬ 
taining  the  title  to  the  property. 

These  notes  will  entitle  the  bearer  to  the  amount  in  specie,  or  to 
interest  from  the  day  that  specie  may  he  demanded  and  refused. 

To  meet  their  notes  when  not  paid  in  specie  by  the  office  by  which 
they  are  issued,  the  trustees  must  exchange  for  them  certificates  of 
debt  for  the  principal,  with  interest  at  five  per  cent,  per  annum, 
payable  in  specie,  at  any  of  the  associated  offices ;  or  with  interest 
compound;  the  certificates,  if  desired,  to  be  irredeemable  for  any 
term,  not  more  than  twenty  years.  For  the  debt  thus  incurred,  the 
trustees  to  have  a  lien  upon  the  shares  of  the  office  from  which  the 
bills  were  issued,  and  in  which  they  were  endorsed. 

Should  any  of  the  associated  offices  require  an  enlargement  of 
their  circulation,  a  notice  being  sent  to  the  other  offices,  they  may 
notify  the  trustees ;  and  if  offices  holding  two-thirds  of  the  shares  do 
not  object,  the  office  requiring  the  addition,  on  depositing  the  requi¬ 
site  security,  may  receive  additional  bills.  It  may,  however,  be  a 
question,  whether,  in  the  necessity  of  placing  security  in  the  office, 
and  of  funding  any  excess  of  bills  returned  upon  them  to  an  amount 
exceeding  their  ability  to  pay  in  specie,  there  would  not  be  a  suf¬ 
ficient  check,  so  as  to  leave  the  extent  of  its  circulation  to  each  of¬ 
fice  within  certain  limits,  to  be  determined  by  the  association  at  a 
general  meeting. 

The  power  of  issuing  certificates  of  debt,  would,  it  is  conceived, 
remove  the  necessity  of  ever  refusing  specie  at  the  counter,  since  the 
office  would  by  the  sale  of  certificates  procured  at  the  loan  office. 
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purchase  specie  or  redeem  its  notes,  so  as  to  check  claims  on  the 
one  side,  or  to  meet  them  upon  the  other.  Claims  from  other  offices 
or  banks  would  be  forestalled  in  this  mode. 

The  government  would  grant  to  the  offices  the  care  of  the  public 
treasure,  making  their  bills  receivable  for  dues,  whether  for  duties, 
taxes,  or  land,  and  employing  them,  consequently,  in  all  payments. 
The  funds  received  by  the  offices  for  the  government,  would  be 
held  as  special  deposits^  payable  in  the  bills  of  the  loan  office, 
whether  received  in  specie  or  in  bills.  As  the  bills  paid  into  the  of¬ 
fice  on  account  of  the  treasury,  would  be  in  the  bills  or  bank  credits 
of  the  association,  previously  issued  for  interest,  the  association 
would  be  receiving  interest  upon  them.  This  ought  to  be  a  suffi¬ 
cient  benefit.  Loaning  the  government  deposits  is  conceived  to  be 
pregnant  with  risk  to  the  treasury,  and  demoralization  of  the  com¬ 
munity.  The  funds  of  the  government  ought  either  to  be  at  interest 
for  the  public  benefit,  or  at  command  so  as  to  be  paid  with  a  promp¬ 
titude,  which  cannot  be  attained  when  they  have  been  loaned  out  to 
the  speculating  portion  of  the  community.  Such  a  transient  com¬ 
mand  of  money  is  dangerous  to  all  parlies  affected;  to  the  bank,  the 
treasury,  and  the  borrowers. 

Although  the  notes  issued  by  each  office  would  only  be  payable  in 
specie  at  that  office,  they  would  be  as  available  at  other  offices,  as 
those  of  one  branch  of  the  late  bank  were  at  the  other  branches  of 
that  bank.  The  obligation  of  the  associated  offices  would  be  merely 
to  pay  their  deposits  in  specie  or  notes  of  the  loan  office,  whether 
their  own  or  not.  Of  course,  as  long  as  they  should  find  customers 
willing  to  take  the  notes  of  other  offices,  it  would  be  safer,  though 
less  profitable  than  the  issue  of  their  own,  as  they  could  not  be  re¬ 
turned  upon  them  either  for  specie  or  interest. 

The  certificates  of  debt  issued  hy  the  loan  office  in  payment  of 
bills,  or  by  the  offices  of  discount  and  deposit  for  the  purchase  of 
specie,  as  the  interest  might  be  received  at  any  of  the  offices,  would 
always  form  a  safe  mean  of  remittance.  To  prevent  loss  there 
might  be  duplicate,  triplicate,  or  quadruplicate  copies  furnished  to 
the  holders.  Notice  would  be  requested  at  the  office  at  which  they 
were  previously  made  payable,  and  an  indorsement  acknowledging 
that  notice  for  the  information  of  the  office  at  which  it  would  be  sub¬ 
sequently  presented  for  the  receipt  of  interest  due. 

The  accounts  of  the  trust  company  to  be  always  open  to  inspec¬ 
tion  by  any  stockholder,  by  the  secretary  of  the  treasury,  the  treasurer 
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of  the  United  States,  or  any  committee  of  congress;  and  copies  of 
them  might  be  sent  monthly  to  the  secretary  of  the  treasury. 

Although  the  scheme  which  I  have  suggested  would  be  more  effec¬ 
tual  in  its  operations,  if  assented  to  universally ;  yet  if  adopted  by  a 
large  number  of  banks,  I  conceive  it  could  still  do  more  good  than  a 
bank  of  equal  capital,  towards  restoring  the  currency.  Getting  pos¬ 
session  of  the  paper  of  other  banks,  the  associated  offices  could  re¬ 
quire  them  to  pay  in  specie,  or  in  the  bills  of  the  association,  or  at 
least  to  give  security  for  the  principal  and  interest.  If  they  were  to 
pay  specie,  their  independent  existence  would  be  a  minor  evil.  But 
should  the  operation  of  the  loan  office  association  prove  salutary^  no 
doubt  if  good  feeling  and  principle  should  not  induce  banks,  pre¬ 
viously  independent,  to  take  their  appropriate  position,  public  opinion 
would  on  the  expiration  of  their  charters,  if  not  before,  cause  their 
interference  with  the  national  currency  to  cease. 

If,  by  the  accession  of  banks,  the  currency  should  become  redun¬ 
dant,  a  reduction  pro  rata  should  be  within  the  power  of  the  associa¬ 
tion;  while  the  necessity  of  such  a  change  would  be  indicated  by  the 
increase  of  their  funded  debt.  Should  the  national  currency  be 
brought  under  the  control  of  the  associated  offices,  by  increasing  the 
minimum  value  of  the  notes  issued,  an  increase  of  the  proportion  of 
specie  might  be  gradually  effected  to  any  desirable  extent. 

The  liens  of  the  trustees  on  the  real  estate  contributed  as  a  part  of 
the  fund,  it  is  presumed,  might  be  regulated  by  a  special  law,  to  the 
conditions  of  which  the  consent  of  the  parties  should  be  required,  if 
necessary,  before  the  acceptance  of  the  security.  By  such  means 
all  equity  of  redemption  and  embarrassments  resulting  from  local 
laws  would  be  avoided. 

The  moral  of  the  fable  which  represents  the  fox  as  at  first  trem¬ 
bling  in  the  presence  of  the  lion,  but  afterwards  as  beholding  him 
without  trepidation,  may  be  exemplified  in  the  case  of  financial  as 
well  as  in  physical  objects  of  dread.  The  idea  of  a  trust  fund, 
formed  by  several  hundred  contributing  banks,  will  at  first  appear 
formidable  to  the  mind ;  yet,  in  reality,  should  excite  less  apprehen¬ 
sion  than  a  national  bank  with  the  same  number  of  private  sharehol¬ 
ders.  In  neither  case  does  the  reciprocal  responsibility  extend  be¬ 
yond  the  amount  of  shares  in  the  joint  fund ;  but  in  the  one  case  there 
is  no  security,  and  in  the  other  the  best  that  can  be  afforded.  In  the 
one  case,  every  thing  is  left  to  the  discretion  of  directors,  who  are 
mutually  interested  to  wink  at  each  other’s  claims  for  undue  accom- 
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modation ;  in  the  other  there  is  no  room  for  this  reciprocity  of  indul¬ 
gence.  The  one  emanating  altogether  from  the  powers  of  the  gene¬ 
ral  government,  and  extending  its  branches  throughout  the  Union, 
may  become  an  additional  mean  of  executive  influence;  the  other 
having  its  constituency  in  the  state  banks,  would  only  through  them 
be  a  government  agent.  The  government  transacting  its  business 
through  the  offices  of  discount  and  deposit,  would  have  no  commu¬ 
nication  with  the  loan  office,  excepting  for  the  purpose  of  seeing  that 
its  duties  were  performed  according  to  law.  Even  in  case  of  default, 
the  administration  might  be  an  accuser,  but  could  not  become  the 
judge. 

As  the  fiscal  agent  of  the  government,  it  mav  be  alleged  that  the 
association  would  not  be  as  competent  as  was  the  late  bank,  and  more¬ 
over,  that  exchanges  could  not  be  so  well  effected.  Should  anv  de- 
ficiency  be  discovered  in  this  respect,  it  might  be  remedied,  probably 
by  banks  more  especially  established  for  the  purpose  of  dealing  in 
exchange.  Bv  this  further  division  of  the  banking  business,  the  dutv 
would  probably  be  better  performed  and  understood,  and  a  danger¬ 
ous  concentration  of  financial  influence  avoided. 

The  principle  that  the  treasury  funds  should  be  received  as  special 
deposits  might  be  relaxed  to  such  an  extent  as  that  the  government 
might  allow  them,  as  far  as  consistent  with  its  own  convenience,  to 
be  used  for  the  purpose  of  facilitating  exchange.  One  of  our  mer¬ 
chants  best  acquainted  with  this  subject,  and  an  eminent  friend  of  the 
administration,  has  been  heard  to  allege,  that  if  the  government 
would  leave  the  remittance  of  its  funds  to  the  merchants,  it  could  be 
managed  satisfactorily  for  all  parties. 

Viewing  my  suggestions  independently  of  all  objections  founded 
upon  prescriptive  pretensions,  prejudices,  interests,  habits,  and  pas¬ 
sions;  viewing  them  merely  in  relation  to  what  would  be  reasonable, 
were  the  subject  now  for  the  first  time  to  be  acted  upon  by  the  legis¬ 
lature;  I  hope  the  reader  will  concur  in  the  opinion,  that  the  privi¬ 
lege  of  issuing  the  national  currency  should  not  be  associated  with 
that  of  loaning  money  on  personal  security,  whether  the  loan  be 
paid  over  at  once,  or  held  subject  to  order  on  the  books  of  the  banker : 
that  the  last  mentioned  right  should  remain  where  nature,  justice, 
and  true  liberty  have  placed  it,  altogether  within  the  discretion  of  the 
borrower  and  lender:  that  the  currency  should  be  under  the  control 
of  one  agent  or  association  of  agents,  responsible  for  the  faithful  per¬ 
formance  of  its  duties  according  to  its  legal  obligations,  but  protected 
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by  chartered  rights  from  being  thwarted  and  trammelled  in  the  legiti¬ 
mate  exercise  of  its  duties;  and  lastly,  that  tbe  nation  should  secure 
its  citizens  and  creditors  against  fluctuation  in  its  currency,  by  gua¬ 
rantying  the  obligations  of  the  financial  agent  selected  for  the  pur¬ 
pose  of  its  issue  and  regulation. 

Although  I  have  advanced  that  banking,  when  it  does  not  assume 
the  privilege  of  issuing  paper  money,  is  not  an  object  for  legislative 
restriction,  it  has  not  been  my  intention  to  convey  the  idea  that 
chartered  privileges,  exempting  individuals  from  liability  from  joint 
debts,  should  be  granted  without  sedulous  regard  to  the  nature  of 
the  fund  which  is  to  indemnify  the  public  for  the  concession. 

Independently  of  the  object  of  concentrating  into  one  office  the 
power  of  issuing  bank  notes,  the  principle  set  forth  with  that  view, 
might  have  been  advantageously  acted  upon  by  the  state  legislatures. 
Had  it  been  required  that  each  bank  should  deposit  security  in  a  loan 
office  for  the  amount  of  their  circulation,  the  applications  for  charters 
would  not  have  been  so  frequent,  and  none  could  have  been  fraudu¬ 
lently  instituted  with  nominal  capitals. 

It  has  been  inquired,  how  is  the  allegation  that  the  basis  of  paper 
currency  should  be  national  credit,  consistent  with  the  establishment 
of  a  trust  fund  for  the  security  of  the  currency?  It  may  be  an¬ 
swered,  that  the  national  guarantee  is  to  be  at  the  bottom  of  the  edi¬ 
fice,  and  that  the  superstructure  will  be  of  analogous  materials,  so 
far  as  consisting  of  state  stock.  Between  state  and  national  credit 
there  is  no  important  difference,  excepting,  perhaps,  that  in  foreign 
money  markets,  the  latter  may  be  more  saleable. 

In  fact,  in  going  into  operation,  it  would  be  better  if  the  members 
of  the  proposed  association  could  loan  a  portion  of  their  capital  to  the 
state  government,  so  as  to  have  the  trust  fund  composed  of  state  cer¬ 
tificates  as  far  as  practicable.  It  would  of  course  answer  nearly 
equally  well,  if  loans  could  be  made  to  joint  stock  companies,  for 
making  canals,  rail-ways,  bridges,  &c.,  provided  such  loans  were 
guarantied  by  a  state. 

On  the  Means  of  Promoting  a  Restoration  of  Specie  Payments. 

No  reformation  of  the  banking  system  or  of  the  currency  can  be 
deemed  satisfactory,  which  shall  not  render  the  market  value  of  a 
dollar  in  our  bank  notes,  equal  to  that  of  a  dollar  in  silver  or  gold. 
What  is  called  the  restoration  of  specie  payments  amounts,  in  fact, 
to  no  more  than  this;  since,  as  soon  as  bank  notes  are  at  par  with 
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specie,  the  great  mass  of  holders  do  not  wish  them  paid.  Nothing, 
in  my  opinion,  would  so  much  hasten  this  much  desired  improve¬ 
ment  of  our  currency,  as  the  restoration  of  our  mercantile  credit 
with  Europeans;  and  there  can  be  no  doubt  that  any  sacrifice  that 
the  nation  might  make  for  this  object,  would  be  more  than  compen¬ 
sated  by  the  prosperity  to  which  it  would  give  rise. 

Would  it  not  be  a  gratifying  spectacle  to  behold  this  great  repub¬ 
lic  in  the  act  of  verifying  that  excellent  sentiment,  that  “  honesty  is 
the  best  policy?” 

My  project  may  appear  a  bold  one,  but  confident  that  it  would 
be  productive  of  the  happiest  results  if  adopted,  I  do  not  hesitate  to 
become  its  author.  I  would  have  either  the  states  or  the  nation  to 
pay  all  the  bona  fide  debts  of  our  citizens  to  foreigners,  taking  the 
claims  of  the  latter  in  payment. 

I  do  not  entertain  the  idea  that,  generally,  it  would  be  wise  in  the 
nation  to  pay  the  debts  of  its  citizens  to  foreigners ;  but  on  the  occa¬ 
sion  of  a  universal  suspension  of  specie  payments,  and  general  ina¬ 
bility  of  our  citizens  to  make  good  such  obligations,  I  believe  the 
evil  which  may  result  to  our  country  from  the  consequent  decline  of 
credit,  would  be  much  greater  than  the  expense  of  paying  the  amount 
due. 

What  can  be  so  costly  to  a  people  as  stagnation  of  their  industry 
and  capital?  How  many  labourers,  mechanics,  manufacturers,  mer¬ 
chants,  are  idle;  and  how  many  workshops,  manufactories,  ships, 
storehouses,  are  now  unproductive?  Yet  there  are  people  in  want 
of  the  products  of  industry  and  capital,  wpre  they  rich  enough  to 
pay  therefor.  Thus  poverty  in  one  man,  leads  to  idleness  in  ano¬ 
ther,  and  hence  more  poverty,  and  more  idleness !  How  many  rail¬ 
ways,  canals,  roads  and  bridges  are  waiting  to  be  made,  while  la¬ 
bourers  and  contractors  are  idle  who  might  be  making  them?  Lost 
time  is  lost  money. 

To  remove  this  state  of  things  half  the  sum  which  we  should 
squander  in  a  war  from  trivial  cause,  would  suffice. 

Not  long  since,  for  the  sake  of  the  national  honour,  we  were  all 
ready  to  plunge  into  a  war  with  France,  by  which  we  should  have 
incurred  an  expense  of  at  least  20  millions,  and  commercial  losses  to 
perhaps  twice  that  amount.  Shall  we  be  so  jealous  of  our  honour, 
and  yet  regardless  of  our  honesty?  Does  it  become  a  Christian 
nation  fo  'pour  out  its  blood  in  unchristian  wars  for  honour,  yet  inth- 
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hold  its  wealth  when  honesty  is  at  stake  ?  Can  there  be  true  honour 
without  honesty  1 

How  much  do  we  owe  to  our  credit  with  foreigners?  Was  it  not 
to  the  money  borrowed  abroad,  that  we  were  indebted  for  the  resto-_ 
ration  of  the  solvency  of  our  government,  and  for  the  ability  to  fund 
our  national  debt,  the  subsequent  payment  of  which,  is  the  admiration 
of  the  world? 

Are  there  not  three  elements  indispensable  to  constitute  wealth- 
land,  labour  and  the  accumulated  produce  of  land  and  labour,  called 
active  capital  or  personal  property?  Let  a  set  of  the  most  athletic 
men  be  situated  in  the  most  fertile  wilderness  without  weapons,  im¬ 
plements,  cattle,  flocks,  food  or  clothing ;  would  they  not  perish  in 
consequence  of  their  poverty?  But  let  those  men  have  credit  to  bor¬ 
row  cattle^  implements^  weapons,  food  and  clothing,  until  they  can 
fell  the  forest,  and  put  the  ground  into  cultivation— how  different 
then  their  situation?  Have  we  not  in  this  country  land  and  labour 
in  a  proportion  vastly  too  great  for  our  active  capital  ?  Have  not  Eu¬ 
ropeans  active  capital  in  too  great  proportion  to  their  lands?  Is  not 
active  capital  worth  nearly  fifty  per  cent,  more  in  the  United  States 
than  in  Europe?  Under  these  circumstances,  shall  we  hesitate  to 
incur  any  reasonable  expense  in  upholding  that  credit  through  which 
we  can  obtain  the  only  element  of  wealth  of  which  we  are  deficient? 

Attention  is  injudiciously  directed  to  the  few  wealthy  bankers  who 
are  the  medium  of  oui  commercial  transactions  with  Europe,  as  if 
they  alone  would  suffer  by  our  insolvency.  It  should  be  recollected 
that  the  embarrassments  or  insolvency  of  those  bankers  affects  the 
comfort  of  millions  of  poor  people,  who  are  more  or  less  dependent 
upon  them,  or  their  manufacturing  creditors  for  employ. 

Never  was  an  error  more  pernicious,  than  that  of  supposing  that 
any  separation  could  be  practicable  between  the  interests  of  the  rich 
and  the  working  classes.  However  selfish  may  be  the  disposition  of 
the  wealthy,  they  cannot  benefit  themselves  without  serving  the 
labourer.  Let  the  rich  proprietor  improve  his  land;  let  him  build 
houses,  or  ships ;  he  must  employ  the  poor :  and  while  it  is  thus  cer¬ 
tain  that  the  rich  cannot  serve  themselves  without  serving  the  la¬ 
bourer,  it  is  evident  that  whenever  the  rich  are  injured,  the  labourer 
must  suffer.  If  the  labouring  classes  are  desirous  of  having  the  pros¬ 
perity  of  the  country  restored,  they  must  sanction  all  measures  tend¬ 
ing  to  reinstate  our  commercial  credit,  without  which  the  wealthy 
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will  be  impoverished,  and  the  needy  be  rendered  still  more  neces¬ 
sitous. 

In  our  national  credit,  if  we  sedulously  cherish  and  wisely  em¬ 
ploy  it,  we  have  an  immense  treasure,  which  can  perform  all 
that  gold  performs  without  wearing  as  gold  does  in  circulation. 
The  enormous  debt  which  Great  Britain  supports  with  an  unim¬ 
paired  credit,  demonstrates  what  a  nation  may  bear  under  favour¬ 
able  circumstances,  while  enjoying  a  superior  degree  of  prosperity. 
In  comparing  the  pretensions  of  the  United  States  with  hers,  there 
is  this  peculiarity  in  favour  of  the  states,  that  their  means  of  pay¬ 
ment  are  geometrically  increasing  with  their  wealth  and  population. 
Whether  the  ability  to  pay  be  increased  or  the  debt  be  diminished, 
the  danger  of  insolvency  is  equally  lessened,  and  of  the  two  modes 
of  attaining  this  object,  the  former  is  the  more  agreeable. 

The  experience  of  the  issue  of  paper  money  by  our  government 
during  the  revolution,  and  previously  by  some  of  the  colonies,  is  of¬ 
ten  appealed  to  as  an  objection  to  currency  founded  on  the  national 
credit.  It  should,  however,  be  observed,  that  the  fault  lay  not  in  the 
issue  of  the  money,  but  in  the  inability  or  indisposition  to  provide  for 
the  interest.  To  issue  bills  having  the  efficiency  of  money,  good 
credit  is  essential.  This  attribute  did  not  exist  in  our  revolutionary 
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government ;  and  in  monarchical  countries,  where  governments  are 
prone  to  extreme  pomp  and  ostentation,  they  may  be  too  needy  and 
unprincipled  to  perform  their  obligations.  But  in  our  country,  the 
people  make  the  laws,  and  would  of  course  take  care  to  make  their 
own  money  good.  Besides,  by  pledging  the  national  lands  for  the 
payment  of  our  obligations,  the  best  security  for  ultimate  payment 
can  be  afforded. 

But,  although  the  experience  of  our  country  as  respects  the  paper 
money  issued  at  the  commencement  of  our  revolution  is  unfavour¬ 
able,  it  is  far  otherwise  in  the  case  of  the  funded  debt  of  either 
of  our  wars,  which  have  both  been  paid  in  full;  and  which  bore  a 
price  above  their  par  value  in  gold  or  silver. 
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